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KEY ECONOMIC INDICATORS: NIGERIA 


2 
EN 1 = $2.80 (Jan 1, '69 - Aug 14, '71) 
All values in an EN 1 = $2,.80/2.91 (2-tier rate Aug 15-Nov 1) 
Nigerian Pounds EN 1 = $2.80 (Nov 1-Dec 19) 
EN 1 = $3.04 (Dec 20 to present) 


Jan=-Dec Jan=Dec Jan-Dec %Change %Change 
1969 1970 1971 69-70 70-71 


INCOME- PRODUCTIO! 





GDP at Constant Factor Cost.....| 1,699.9 1,862.5 2990(est ) + 9.6 12(est) 
GDP Per Capita, in pounds...cece 26.4 28.2 : 30.8 + 6,8 9.2(est) 
Plant & Equipment Investment.... 89.0 138.0 n/a + $5.61 - 
Index of Manufacturing Produc- 

Sie TAPED) cn cccncccscccces 150 167 183 + 11.3 + 9.6 
Crude Petroleum(million bbl.)... 197 396 558 +101.0 + 40.9 
Cotton Textiles(million sq.yds.) 208 238 245 14,4 + 2.9 
Cotton(000 bales )Merketing Year 

Seite Deke SE acccocesncces 309 480 211 + 35.3 - 56.0 
Cocoa, purchases(000 tons ket 

ing Year ending Aug. 31-..... 188 218 299 + 16.0 + 37.2 
Peanuts (000 Sennen Year 

ending Sept. 307/ cccccccccccee 764 638 281 - 16.5 - 56.0 
Palm Kernels (000 tons)....cceee 220 295 302 + 34,1 + 2,4 
MONEY & PRICES 
tt Ps Kccctinatesnacocesen 213.4 304.2 314.5 + 42.5 + 3.4 
Public Debt Outs ending?) ...... 474.9 607.7 626.7 + 28.0 + 3.1 

Se | 87.9 87.7 89.3 - 0.2 + 1,8 

External Debt Service as 

ce nc abu ce ee 4.0 3.5 ~ - 12.5 - 
Cm, Bank Minimm Interest Rate.. 7 7 v - - 
Consumer Middle Income Price 

Index for Lagos, 1960=100..... 140 153 164 + 93 + 7.5 
BALANCE OF TRADE 
Gold & Foreign Exchange Reserve. 54.5 88.4 149.5 + 62.1 + 69.1 
Balance of Trade +/= scesscceces +69.4 +64..5 +542 2 eT - 16.0 
EE Ci adicasundeonceesese 318.1 42.7 592.4 + 39.2 + 33.8 

De Rs cc ac ccksseeoseoess 39.0 50.4 114.0 + 29.2 +126,.2 
NG GE Ricnnsced caseeseons 248.7 378.2 538.2 + 52.1 + 42.3 

Dale MM cctustscacesoseses 29.3 54.8 7507 + 87.0 + 38.1 


1/ Data listed in Nigerian pounds as pound-dollar rate shifted during 1971. 

2/ Production statistics provided in absence of complete national income and employment 
data. Figures used reflect latest revisions. Values for GDP and Plant and Equipment 
Investment are for fiscal year (April-March). 

3/ Data for January-September period of each year for which data available, 


4/ For crop year ending in month of year listed. Production estimates for 1971/72 crop 
year: cocoa 245,000 tons; cotton 210,000 bales, peanuts 300,000 tons. 


5/as of September 30 of year stated. 


6/Main imports (CIF) from U.S. in 1971: (Machinery £N31.3 million); wheat (£N10.3 million); 
tubes, pipes and fittings (£N6.8 million); transport equipment & spare parts(£N7.7 million 


SUMMARY 


Paced by petroleum production, the Nigerian economy continues 

to grow rapidly, offering a large market for American exports 
and opportunities for U.S. investment. The government enacted 
a decree on "indigenization" which defines activities reserved 
exclusively or in part for Nigerians but emphasized that foreign 
investment is welcome in areas not so defined. The government 
is also seeking to participate in commercial banks and the oil 
sector, While U.S. investors will continue to be interested 
primarily in the petroleum sector, the U.S. excels in a number 
of other areas where U.S. participation is welcame and should 
be profitable to both the investor and to Nigeria. Increased 
foreign exchange earnings from petroleum production have per- 
mitted settlement of trade arrears, payment for current imports 
as they become due, and further liberalization of import and 
foreign exchange payment procedures. Inflationary pressures 
have been restrained. Although agricultural production is still 
lagging, manufacturing and other economic sectors are expanding. 
The govermment has revised taxes and import duties to encourage 
local productive activity. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Government Policy: While continuing to welcome foreign investment, 

the Nigerian govermment is also actively promoting greater participation 
by Nigerians in the economy. On February 28 the government issued its 
long-expected indigenization decree designed to stimulate private 
Nigerian enterprise. The decree lists 22 small-scale manufacturing and 
service enterprises which can be owned only by citizens of Nigeria or of 
some other African states, after March 31, 1974. The decree also names 
33 areas of activity where, by the same date, foreign participation will 
be restricted to those firms in which (a) Nigerians hold at least a 40% 
equity share and (b) paid-in capital is at least $600,000 or annual 
turnover is in excess of $1.5 million. 


The government also intends to play a more direct role in the particularly 
sensitive oil and financial sectors of the economy. As portended by the 
budget message of March 31 the government has initiated discussions looking 
toward equity participation in all commercial banks. The govermment views 
participation in the banks as a means of ensuring availability of adequate 
financial resources to support its indigenization policy. The government 
is looking toward a goal of 40% participation in the commercial banks, 

but it is prepared to be flexible in these negotiations. The govermment 
also intends to participate more directly in all aspects of the petroleum 
industry. It is establishing the National Oil Corporation and other state 
enterprises to develop and hold majority interests in industries using 
petroleum resources, 


Govermment officials stress that publication of the indigenization decree 
as well as statements regarding foreign investment contained in the 

March 31 budget message remove uncertainties about the govermment's 
intentions regarding foreign investment in Nigeria. The government 
emphasizes that foreign participation is barred in only 22 small-scale 
manufacturing and service fields. In all other areas foreign participation 
is welcome, In most cases foreign investors can hold a majority share 

in local businesses. The tone of the indigenization decree is moderate; 
the time allowed for transfers to Nigerians is substantial; there are also 
provisions for exceptions and modifications of the lists of restricted 
enterprises. The government is also taking measures to try to assure that 
local businessmen have sufficient financing to participate effectively in 
existing enterprises without diverting funds from investments in new 
productive capacity. 


Economic Growth: The rapid growth of the Nigerian economy fueled by rising 
revenues from petroleum exports continued through 1971 into 1972. Estimated 
real gross domestic production (GDP) increased 9.6% from 1969 to 1970 and 
about 12% in 1971. Petroleum production increased 41% in 1971 over 1970 and 
19% in the first three months of 1972 over the same period in 1971. With 





production of 1.76 million barrels per day in March, Nigeria now ranks ninth 
in world production of crude oil. Although accounting for less than one- 
fifth of national GDP, the oil sector is becoming the major single economic 
activity in the Niger delta area. 


The rapid growth of oil production combined with higher receipts per barrel 
of oil beginning in September 1971 as a result of new price agreements have 
greatly increased government "take" from the oil sector. Revenue from oil 
now accounts for over one half of federal government budget revenue. It 
assures adequate funds to meet the present needs of the growing govermment 
sector, reduce govermment internal debt, support the military establishment, 
and assist the 12 state budgets. It also reduces substantially the need 
for internal and external borrowing to finance the 4-Year Development Plan. 
The foreign exchange value of these payments plus transfers by the oil industry 
to meet local currency payments probably supply close to 70% of Nigeria's 
foreign exchange receipts. While output by the six existing oil producers 
will increase at a slower rate in the future, production should spurt ahead 
if current exploration efforts by seven other groups are successful. 


The govermment, transportation, construction and manufacturing sectors are 
also contributing to the increase of GDP. Manufacturing, which had expanded 
rapidly during and right after the civil war, increased more slowly in 1971 
largely because of large imports of products that, at the prevailing exchange 
rate, were cheaper than local production. Mining other than oil showed 
little change except for coal production which increased four fold in 1971 
to 155,000 tons but was still well below the pre-civil war level. Production 
of electric power also increased, and extension of distribution systems 
brought an adequate but unfortunately not always reliable power supply to 
most large towns, 


The agricultural sector, which still accounts for approximately 40% of 
Nigerian GDP, showed little movement in 1971. Overall agriculture production 
probably increased less than population growth. Of the three major export 
crops, only peanut production was higher in the current crop year than in 
1970/71 but remained below earlier levels. Cotton production decreased, 
while earnings from cocoa, now the second most important source of foreign 
exchange, fell because of the lower world prices of cocoa as well as 
decreased production in 1971/72. Despite increasing imports of foodstuffs, 
such as wheat, food production may have increased in 1971/72 as farmers 
responded to the rapid rise of food prices in the first half of the year by 
increasing their output. 


Inflationary forces which had so seriously troubled the economy, particularly 
right after the civil war, have abated largely because of increased oil 
revenues which financed a large flow of imports. The Lagos price index 
increased only 7% for all of 1971 and almost all of this increase occurred 

in the first six months. Prices appeared relatively stable during the first 
three months of 1972 in spite of substantial wage increases at the end of 
1971 to both public and private workers arising from the Adebo Wages and 
Salaries Review Commission. Unemployment, particularly in urban areas, 
continues to hamper development. 








Investment in the private sector appears to be exceeding the targets set 

in the government's Four Year Plan launched in 1970, while preparation 

and implementation of projects in the government sector has been slow despite 
the easier financial position. After a period of readjustment to camnpeting 
foreign imports, private firms appear prepared to embark on a wide variety 
of activities throughout the country. The govermment is also stepping up 

its efforts to implement its Plan projects, and better progress is expected 
in the second half of the Plan period. 


The probable construction of a billion dollar facility by foreign investors 
in participation with the Nigerian government to produce and transport 
liquified natural gas (ING) to the U.S. will dominate all other investments, 
Other large prospective activities in the petroleum area include a second 
petroleum refinery and large petrochemical and fertilizer plants. 


Trade and Payments: Imports in 1971 of $1,505 million were 42% above those 

in 1970. The liberalization of trade in March 1971 and the institution of 

@ system to release payment for most imports 90 or 180 days after arrival 

of the goods resulted in a spurt in imports in mid-1971 reflecting replenish- 
ment of inventories, delayed investments and possible concern that the liberal 
trade policy would not continue, The rate of growth of imports has been 
declining since the summer of 1971 after a rapid expansion in 1970 and the 
first half of 1971. A large portion of imports consists of capital goods 
including material for the oil industry which is largely financed directly 

by the oil companies, 


While total exports in 1971 increased 34 percent to $1,640 million, Nigeria's 
growing dependence on petroleum was demonstrated by a decrease of non-oil 
exports in 1971 to $485 million, almost 10% less than in 1970. By March 31, 
1972, the government paid off trade arrears of about $600 million which had 
accumulated through March 31, 1971. Ninety and 180 days deferred payments 
for imports have been met on a current basis, and new arrears built up under 
this system are substantially less than the previous backlog, An increase 
of foreign exchange reserves over the year indicates that export earnings 
together with capital inflow and disbursements of loans from the World Bank, 
the U.S. and other aid donors were sufficient to cover payments falling due 
for imports and invisible transfers while at the same time permitting a net 
reduction in short-term obligations, 


In apparent expectation that this favorable trend will continue and in order 
to restrain inflationary pressures, on April 1 the Nigerian government 
announced some further liberalization of its import system. A few goods 
fhrmerly subject to 180-day delay in payment are being advanced to the 

90-day payment category and cash payment for additional essential goods is 
authorized on arrival. The schedule for payment of capital goods imports 
has also been accelerated. In addition, tariffs on many consumer goods were 
lowered. While further progress is expected, it is unlikely that all imports 
will be putm a current payment basis soon. 


With return to fixed international parities on December 20, Nigeria decided 
to maintain the gold content of the pound. This effectively revalued the 
pound by about 8.57% vis-a-vis the dollar, maintained its parity with the 
pound sterling, and devalued it relative to the German, Japanese and some 
other currencies. Even with the relatively higher Nigerian pound price 





for many imports, many local industrial and agricultural producers find it 
difficult to compete with foreign imports or on the world market. 


The government increased its efforts to promote regional economic cooperation. 
A contract to sell electric power to Niger Republic, a $3 million road building 
grant and $3 million soft loan to Dahomey for purchase of Nigerian goods, 
economic talks with Senegal, Cameroon, Togo and Ghana, and General Gowon's 
activities to strengthen relations with its neighbors and promote a West 
African Economic Cammunity may ultimately lead to greater intraregional trade, 


Liberalization Measures: In his annual budget message on March 31, General 
Gowon stressed the need to increase domestic production while containing 
inflationary pressures. To increase the ability of local products to compete 
with their foreign equivalent the government is significantly reducing internal 
excise taxes and tariffs on same raw materials. Only a few tariffs are being 
increased to protect long-camplaining local manufacturers - particularly the 
textile industry. 


As a further measure to assist local private enterprises, the govermment 
eliminated the war time "supertax"; the highest corporate income tax is now 
45% instead of 65%. The Central Bank in early 1972 abolished ceilings on 
commercial banks aggregate credit expansion. Instead it instructed banks to 
increase the share of loans to indigenous businesses from 35% to 40% and set 
new quotas to be attained by March 31, 1973 for distribution of banks' 
portfolios among principal economic sectors, 


The government is also liberalizing repatriation of funds by foreign technicians 
and firms, Foreign investors can now transfer the remaining 60% of blocked 
dividends and profits which had accumulated through December 31, 1970 (but 

not yet any profits generated after that date). Foreign employees will be 

able to repatriate 50% of their salaries every month within certain limits 
instead of only 25% as in the past. 


IMPLICATIONS FOR THE UNITED STATES 


Growing revenue from petroleum production and expected continued political 
stability and econamic growth assure that Nigeria - the most populous country 
in Africa and ninth largest in the world - will assume increasing econamic 
importance to the U.S. A rapidly developing Nigeria presents significant 
export and investment opportunities to U.S. business, In addition, Nigeria's 
importance to the U.S. as a source of low-sulfur crude oil and natural gas 
may increase greatly. Firms interested in Nigeria, however, must weigh the 
prospective benefits against the difficulties and risks of doing business 

in Nigeria, These arise primarily from the growing nationalism, government 
bureaucratic delays in such matters as granting visas or arriving at decisions 
on projects, and the shortage of experienced Nigerian managers and senior 
personnel. 


Market for American Exports: The U.S. remains Nigeria's second largest 
trading partner after Great Britain, It supplied 13% of Nigeria's expanding 
imports in 1971. Not only should the absolute value of U.S. exports to 
Nigeria increase, but the U.S. should be able to increase its share of the 








Nigerian market despite well-entrenched competition by British and other 
European companies and active trade promotion efforts by other countries, 
notably Japan. U.S. exports will naturally benefit from the devaluation 

of the dollar. Furthermore, America appears to have a relative competitive 
advantage in capital goods - including heavy construction equipment, 
machinery, refrigeration equipment, electronic and communication equipment, 
and aircraft - which account for the great majority of U.S. exports to 
Nigeria; these exports should increase as Nigeria undertakes greater develop- 
ment efforts and strives to implement its Development Plan. The proposed 
large infrastructure projects may open new opportunities for U.S. construction 
and engineering firms. 


Advanced U.S. petroleum technology should give it a substantial edge in the 
export of goods and services for that sector. Oil service companies and 
consulting and engineering firms may find the National Oil Corporation a 
profitable client as it slowly gets involved in all aspects of the oil 
industry. 


U.S. exports of agricultural products, notably wheat, and some consumer goods 
will increase, although the latter category will face particularly strong 
foreign competition. Recent action by the Nigerian Central Bank to sell 
dollars directly to New York rather than passing through London may also 
benefit U.S. business. Nigeria's improved foreign payments position should 
reduce the reluctance of U.S. exporters to accommodate to the deferred 
payment system and restore the confidence of American banks and facilitate 
financing of exports on competitive terms, The Export-Import Bank is 
financing exports of aircraft and textile equipment and will probably 
enlarge its lending operations here, 


Investment: Nigerian officials believe that the "“indigenization decree", 


by identifying the sectors where foreign investment is particularly welcome, 
will contribute significantly to the policy of encouraging such investment 
in Nigeria. Recent measures to liberalize repatriation of foreign exchange 
by foreign firms and individuals are also intended to further this policy. 
The government intends to be pragmatic in formulating and implementing its 
economic policies, to avoid indiscriminate nationalization, and to permit 
foreign investors reasonable and assured returns on their investments. 


At the same time, the government's policy of increasing Nigerian participation 
in the economy may discourage some foreign investors, Some potential 
investors may view the recent indigenization decree as presaging more severe 
restrictions. However, the publication of the decree has removed a number 

of uncertainties regarding investment projects. Foreign investors now know 
where their participation will be welcome and to what extent. 


U.S. firms can usually compete best in Nigeria in technologically advanced 
and capital-intensive industries, The petroleum sector undoubtedly remains 
the most important to potential U.S. investors, including firms serving 

the oil industry. Some U.S. oil companies appear prepared to accept Nigeria's 
insistence on a high share of returns, majority participation and extensive 
govermment controls in order to be ale to gain access to the development of 





oil areas retained for the National Oil Corporation. A number of companies 
are submitting proposals to participate with the government in development 
of facilities to produce and transport LNG to the U.S. and in other gas 
processing plants. The Nigerian authorities have noted that U.S. investment 
is heavily concentrated in the petroleum sector, They emphasize that there 
are other areas where we excel and hope that U.S. investment in the future 
will be more diversified. Areas which may be particularly attractive to 
U.S. investors include: Shrimp fishing, petrochemicals, manufacture of 
glass bottles, food and soft drinks, hotels, truck assembly, salt, tires, 
equipment leasing, flour mill, fertilizer, and wood products, 





Even if your company 
is already exporting, 
some of these facts may surprise you. 


7 surprising facts about exporting 


1: Small businesses are big in export. 3 out of 5 United States exporters have 
fewer than 100 employees. 

2: Exports keep 3 million Americans working. Every $15,000 of exports 
equals 1 job. 

3: Taxes can now be deferred on 50% of export profits. 

4: United States exports are a $43 billion-a-year business, and growing 11% 
each year. 


5: Export sales of durable goods increased 17% during 1970 while domestic 
sales of the same goods declined 3%. 


6: 96% of all American firms sell only in the United States. 
7: Booth space at a Commerce Department Trade Center can cost as 


little as $400. 


A major California wine producer has demonstrated 
that it’s possible to market American wines in France. Sur- 
prised? Read on. 

You're probably aware of the effect of the new cur- 
rency realignments on selling overseas. Your goods are now 
priced more competitively in world markets. 

But are you aware that you need pay no tax on one- 
half of your export profits? Recent tax legislation permits 
companies engaged in export trade to set up a Domestic 
International Sales Corporation (DISC) and thereby defer 
Taxes on 50% of their export income. 


Exports— growth market of the year. 

Export sales help smooth our domestic cycles. Last 
year exporters discovered that many of their off-shore 
markets were recession-proof. During 1970,domestic sales 
of durable goods shrank. But export sales of those same 
goods increased by 17%. Exports proved to be the growth 








market of the year. And they continue to grow at an average 
of 11% a year—about one-third faster than the growth of 
all U.S. industry. 
You don’t have to be big to be 
profitable in exporting. 

If your firm has less than 100 employees, you should 
know that the majority of other exporters are about your 
size. More than three out of five, as a matter of fact. A 
manufacturing firm in Minnesota, with only 26 employees, 
is a case in point. Five years ago, they weren’t even in ex- 
port. Now it’s 25% of their business. And the extra volume 
helps them get longer production runs with lower unit 
costs. Often, the added volume is without added capital 
investment. 

A helping hand for U.S. exporters. 

Take advantage of all the services available to you 

from the U.S. Department of Commerce. The Department 
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and its 42 Field Offices can help you pinpoint the likeliest 
markets, by providing you with the research, marketing 
data and trade statistics you need. They can also help you 
expand into new markets. Like the Mississippi pump 
manufacturer who was selling successfully in Europe. After 
Commerce specialists came up with a report on marketing 
in Japan, he developed even bigger sales there than in 
Europe. He’s not alone. Of the firms using Commerce 
services, 60% have increased export sales. 
Expanding your distribution. 

The Commerce Department has ready access to 
135,000 overseas distributors and manufacturers’ agents 
who want to represent American firms. You can choose a 
distributor from existing lists, or, for a nominal fee, the 
Department will find a special agent to handle your specific 
products. 

In addition, as 1,800 American businessmen have 
done in the past five years, you can join a Trade Mission 
and travel overseas with the Mission to make commercial 
contacts. If you prefer to go it alone, the Department will 
arrange on-the-spot help from any of the 468 commercial 
and economic officers attached to our 152 Embassies and 
Consulates. 

Showing yourwares. 

Another example of the services available to you is 
our operation of nine permanent overseas Trade Centers 
in Europe, Asia, Australia and Latin America. At Trade 
Centers, American manufacturers show their goods to au- 
diences representing up to 80% of the purchasing power 
in these markets. Last year, Trade Centers produced $209,- 
000,000 in sales for U.S. firms. 

Or, you can participate in International Trade Fairs. 
The cost can be as low as $850 for space. The rewards can 
be high—$127,000,000 in immediate sales for these U.S. 
exhibitors last year. 

The Commerce Department provides booth design 
and construction at Trade Centers and Fairs, as well as 
advance promotion and personal calls on promising cus- 
tomers to ensure their attendance. 


Exports mean diversification for your company. 
96% of all American firms sell only in this country. 
Ridiculous! For most, the cost of constantly changing prod- 
uct lines, with all the attendant start-up and marketing 
expenses, is greater than learning to export existing 
products. Exporting adds years to many a product line. 
Take the case of a Texas manufacturer of car and truck air 


conditioners. The domestic market was levelling off as 
more cars and trucks were sold with air conditioning as 
original equipment. The Texas firm “diversified” by ex- 
porting its existing products to Japanese car manufacturers 
—with great success. 

About financing, insurance and taxes. 

The United States Government helps finance Ameri- 
ca’s exports. The Export-Import Bank of the United 
States (Eximbank) offers direct loans for large projects and 
equipment sales which require long term financing. It also 
cooperates with commercial banks in providing credit to 
overseas buyers of U.S. exports. Exim provides guarantees 
to commercial banks who in turn finance export sales. And 
now, by creating a Domestic International Sales Corpora- 
tion (DISC), you can defer Federal income taxes on one- 
half of your export profits, so long as those profits are used 
to increase further exports. 

The time is now. 

If you're already exporting, it's time you broadened 
your overseas markets. If you're not in exporting, it’s time 
you got started. 

There’s no great mystery —and a lot less red tape than 
you think. The Department of Commerce will show you 
how to get started. Exports mean profits. Find out for your- 
self. Send the coupon below. 

Or, better yet, write directly to: 

Director, Bureau of International Commerce, U.S. Depart- 
ment of Commerce, Washington, D.C. 20230. 


F UNITED STATES GEPARTMERT OF COMMERCE Director a 
—. 4 aaa a of wer Commerce | 
ve2eo Om Waehi ad ee 
| a © o¢ <a eae eer | 
opportunities. me your 
| S\\/74 Ineductory Guide w Exporting. | 
| | 
| | 
| NAME TITLE | 
Soin | 
| ADDRESS | 
| ary STATE ZIP | 








Economic Trends 
ET 72-054 


* U.S. GOVERNMENT PRINTING OFFICE: 1972—481-593/130 








